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INTRODUCTION

The purpose of this report is to assist members of the General Assembly, state personnel, and other interested
parties in understanding state funding decisions made during the 2007 Regular Session. This report provides
an overview of state general tax revenues and expenditures, comparative and historical information regarding
appropriations made during the 2007 Regular Session, and a detailed explanation of major funding changes
for each state department. The FY 2007-08 Appropriations Report includes the following five sections.

Part . Overview of Revenues and Expenditures

This section of the report includes: (A) an overview of state General Fund revenues and expenditures, as well
as a discussion of related statutory requirements and limitations; (B) a discussion of constitutional revenue and
spending limits; and (C) a series of charts identifying the sources of General Fund revenue and comparing the
distribution of expenditures by program and fund source over a ten year period.

Part II: Summary Tables

This section consists of a series of tables that summarize FY 2007-08 appropriations and FTE authorizations
by department and funding source. Tables in subsection B provide comparable data for the previous three
fiscal years.

Part I11: Expenditure and Appropriation Detail by Department

This section contains detailed information regarding funding for the operations of each state department and
for capital construction projects. The subsection for each department summarizes funding and FTE
authorizations for FY 2006-07 and FY 2007-08. The format reflects appropriations by bill and by division or
program area. Narrative sections describe major changes in funding from FY 2006-07 to FY 2007-08, factors
affecting departmental budgets, fund sources for each division, and division activities. This section also
includes brief summaries of bills adopted in the 2006 and 2007 Regular Sessions and 2006 Special Session that
contained an appropriation or implemented a major policy change.

The footnotes to the 2007 Long Bill (S.B. 07-239) can be found at the end of each departmental section in the
2007 Session Laws, or they can be accessed via the internet at the following address:

http://www.leg.state.co.us/CLICS/CLICS2007A/csl.nsf/Ibcontainer/SB07-239?0OpenDocument
Additional information on department activities and funding requests may also be found in Joint Budget
Committee staff briefing, supplemental, and figure setting documents. These documents may be accessed via
the internet at the following address:

http://www.state.co.us/gov_dir/leg_dir/jbc/jbchome.htm

Note that these documents, unlike information included in this appropriations report, reflect staff
recommendations rather than final funding decisions made by the General Assembly.
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Appendices

This section includes: (A) a glossary of terms used in this report; (B) descriptions of the general policies that
have been applied to determine funding for operations of state departments; (C) tables summarizing 2007
Session adjustments to operating and capital construction appropriations for years prior to FY 2006-07; (D)
a table summarizing appropriations from the State Education Fund; (E) a table summarizing appropriations
from the Highway Users Tax Fund; (F) a summary of severance tax allocations; (G) a summary of tobacco
settlement allocations; and (H) a summary of General Fund moneys that were deemed exempt from the 6
percent appropriations limit.

Index

Finally, this report includes an index to assist the reader in identifying the state department associated with a
particular division, service, or program.
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PART I: OVERVIEW OF REVENUES AND EXPENDITURES

A. GENERAL FUND OVERVIEW

This section provides an overview of General Fund revenues and expenditures based on Legislative Council's
March 2007 revenue estimate, which was used to prepare the FY 2007-08 budget. Table 1 provides an
overview of General Fund revenues, spending obligations, and ending reserves for both FY 2006-07 and FY
2007-08. It is important to note that some of these amounts will change in the future with revised revenue
forecasts. Table 2 provides an overview of the statutory General Fund appropriations limit for FY 2007-08.

Table 1
General Fund Overview (In Millions)
Description FY 2006-07 FY 2007-08

General Fund Available

Beginning General Fund Reserve $688.5 $318.2

Gross General Fund Nonexempt Revenues 6,282.4 6,636.3

Gross General Fund Exempt Revenues 1,062.1 1,057.2

Transfer to Older Coloradans Cash Fund (3.8) (3.8)

Transfers from/(to) Other Funds 0.0 (14.3)

S.B. 97-1 Diversion to Highway Fund (228.9) (237.9)

Excess Article X, Section 20 Revenues 0.0 0.0

Total General Fund Available $7,800.3 $7,755.7
General Fund Obligations

Capital Construction Transfer $115.9 $75.9

Rebates and Expenditures 169.8 175.2

Excess Reserve to HUTF 291.2 34.1

Excess Reserve to Capital Construction 145.6 17.1

Senior & Disabled Veteran Property Tax Homestead Exemption 76.6 78.6

Controlled Maintenance Trust Fund Transfer 0.0 0.0

Amounts Deemed Exempt from 6.0 Percent Limit 7.5 6.1

General Fund Appropriations 6,675.5 7,084.0

Total General Fund Obligations $7,482.1 $7,471.0
Ending General Fund Reserve (Available Funds Less Obligations) $318.2 $284.7
General Fund Reserve Information

Statutorily Required General Fund Reserve $267.0 $283.4

General Fund Reserve in Excess of Statutory Requirement $51.2 $1.3
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Beginning General Fund Reserve

These figures represent the projected total balance in the General Fund reserve at the start of the fiscal year,
based on the assumptions used for revenues and obligations. The beginning General Fund reserve is the same
as the prior year's ending General Fund reserve. Section 24-75-201.1 (1) (d) (I11), C.R.S., requires a reserve
of at least four percent of General Fund appropriations and Section 24-75-201.5, C.R.S., requires the Governor
to take action to reduce state spending during the year if revenue estimates indicate the reserve would fall to
two percent or less.

Gross General Fund Nonexempt Revenues

These figures represent estimates of the total General Fund revenues as reflected in Legislative Council's March
2007 revenue estimate. The major components of the state's General Fund revenues are sales and use,
individual and corporate income, insurance, and cigarette taxes. General Fund revenues must be applied to
statutory obligations before the General Assembly can appropriate the remaining General Fund. These
obligations include rebates and expenditures and the capital construction transfer as described below.

Gross General Fund Exempt Revenues

As a result of the passage of Referendum C in the November 2005 election, the State is permitted to retain
excess revenues that otherwise would have been refunded under TABOR. These figures represent the estimate
of those retained amounts as reflected in Legislative Council's March 2007 revenue estimate. Please see Part
B - ARTICLE X, SECTION 20 (TABOR) OVERVIEW of this section for a more detailed overview of
TABOR and Referendum C.

Transfer to Older Coloradans Cash Fund

Moneys are transferred to this fund pursuant to Section 39-26-123 (3), C.R.S.

Transfers from/(to) Other Funds

This line item identifies miscellaneous transfers to or from the General Fund. The amount shown in FY 2007-
08 is due to limited gaming funds that were used for transportation projects rather than being transferred to the
General Fund.

S.B. 97-1 Diversion to Highway Fund

Senate Bill 97-1 allows 10.355 percent of the total sales tax revenue to be transferred to the State Highway
Users Tax Fund for transportation projects as long as there is enough revenue in the General Fund to fund a
six percent increase in General Fund appropriations and the four percent statutory reserve.

Excess Article X, Section 20 Revenues

Article X, Section 20 (TABOR) of the Colorado Constitution places restrictions on the amount of total General
Fund and cash funds that can be collected and, consequently, spent by the State. Based on the Legislative
Council's March 2007 revenue estimate, the State would have had excess refunds in both FY 2006-07 and FY
2007-08; however, due to the passage of Referendum C in the November 2005 election, the State is permitted
to retain these revenues.
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Capital Construction Transfer

Section 24-75-302 (2), C.R.S., provides for transfers of General Fund to the Capital Construction Fund. These
transfers are exempt from the calculation of the statutory General Fund spending limit. The General Assembly
can, and has, changed the amount of the annual transfer when necessary.

Rebates and Expenditures

These statutory obligations include Old Age Pensions, cigarette tax rebates to local governments, Fire and
Police Pension Payments for local governments, and Old Age Heat and Fuel Property Tax Assistance Grants.
These statutory obligations are exempt from the calculation of the statutory General Fund spending limit.

Excess Reserve to HUTF and Excess Reserve to Capital Construction

Section 24-75-218, C.R.S., provides that any General Fund surplus in excess of the four percent statutory
reserve be transferred two thirds to the Highway Users Tax Fund and one third to the Capital Construction
Fund. Amounts shown in this line item reflect those transfers.

Senior and Disabled Veteran Property Tax Homestead Exemption

Inthe 2000 General Election, Colorado voters approved a constitutional amendment that reduces property taxes
for qualifying senior citizens. The property tax reduction, or "homestead exemption™, is available to senior
citizens 65 years of age or older who have owned and lived in their homes for at least ten years. In the 2006
general election, Colorado voters approved a constitutional amendment extending the homestead exemption
to veterans who are 100 percent disabled as a result of a service-connected disability. The cost of the
exemption is borne by the State rather than by local governments or other property owners. The amounts
shown in FY 2006-07 and FY 2007-08 represent the estimates as reflected in Legislative Council's March 2007
revenue forecast.

Controlled Maintenance Trust Fund Transfer

Section 24-75-302.5, C.R.S., established the Controlled Maintenance Trust Fund to help address capital upkeep
needs. Transfers to the Controlled Maintenance Trust Fund were eliminated in the early 2000's in order to
balance the state budget.

Amounts Deemed Exempt from the 6.0 Percent Limit

These amounts represent the level of funds that are appropriated for purposes that are exempt from the statutory
restrictions on state appropriations as reflected in Section 24-75-201.1, C.R.S. Appendix H reflects the items
that were deemed exempt from the 6.0 percent limit for FY 2006-07 and FY 2007-08.

General Fund Appropriations

These figures represent the total appropriations made in the Long Bill and in any separate bills. This amount
does not include funds appropriated for Rebates and Expenditures, which are described above and are exempt
from the calculation of the statutory General Fund spending limit.
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Ending General Fund Reserve

This figure represents the amount of General Fund in reserve after the transfers and other obligations described
above have occurred. The ending General Fund reserve for one fiscal year becomes the beginning General
Fund reserve for the next.

Statutorily Required General Fund Reserve

Section 24-75-201.1 (1) (d) (111), C.R.S., requires a reserve of at least four percent of the total General Fund
appropriations at the beginning of the fiscal year. If at any time during the year revenue projections indicate
that there would not be sufficient General Fund revenues to maintain at least half of the required four percent
(i.e., two percent), the Governor must take steps to reduce or restrict spending pursuant to Section 24-75-201.5,
C.R.S.

Statutory Limit on General Fund Appropriations

Section 24-75-201.1, C.R.S,, restricts the increase in state General Fund appropriations to the lesser of five
percent of state personal income or six percent over the total General Fund appropriations of the previous year.
The statutes also provide exemptions from the limit for the first year of new federal mandates, requirements
of final court orders, and voter approved increases. Since its passage, the lesser amount has been six percent
over the previous year's General Fund appropriations, so itiscommonly called the "six percent spending limit."
It is also referred to as the Arveschoug or Arveschoug/Bird limit after the prime sponsors of the last version
of the statute, Representative Arveschoug and Senator Bird.

Table 2 shows the FY 2006-07 General Fund appropriations base used to calculate the allowable General Fund
appropriations in FY 2007-08. The table also shows the General Fund appropriations that are exempt from the
limit in FY 2007-08, and the amount still available to make General Fund appropriations that are within the
limit for FY 2007-08.

Table 2
Section 24-75-201.1, C.R.S., Statutory Appropriations Limit (In Millions)
FY 2006-07 General Fund Appropriations Base $6,683.0
Multiplied by: Allowable Growth of Six Percent 1.06
FY 2007-08 General Fund Appropriations Limit $7,084.0
FY 2007-08 General Fund Appropriations $7,236.2
Less: General Fund Appropriations Exempt from Statutory Limitation (152.2)
FY 2007-08 General Fund Appropriations Subject to Limit $7,084.0
Over/(Under) FY 2007-08 General Fund Limit $0.0
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B. ARTICLE X, SECTION 20 (TABOR) OVERVIEW

Description of TABOR

In addition to the General Fund appropriation limitations imposed by Section 24-75-201.1, C.R.S., Article X,
Section 20 of the Colorado Constitution (TABOR) places restrictions on the amount of total General Fund and
cash funds that can be collected and, consequently, spent by the State. This section provides information about
this constitutional revenue and spending limit.

The provisions of Article X, Section 20 have several key points affecting the state budget:

. Fiscal year spending is defined as expenditures or reserve increases. In other words, all revenues
received by the State that are not specifically exempt are considered "spending”;
. The change in fiscal year spending for the next year is restricted to the percentage change in the general

price level due to inflation plus the percentage change in state population in the prior calendar year,
adjusted for revenue changes approved by the voters after 1991; and

. The base for calculating the allowable growth is the lesser of either actual revenues or the allowable
limit.

In order to comply with the limits contained in Article X, Section 20, several calculations are necessary.
Because this provision makes no distinction between General Fund and cash funds collected by the state, it is
necessary to make forecasts of all the separate cash funds as well as the General Fund. The estimated totals
of the General Fund and cash funds are then increased by the estimated changes in inflation and population to
project the allowable increase in fiscal year spending.

Passage of Referendum C at the November 2005 General Election

Referendum C was referred to and passed by the registered electors of the State at the November 2005 election.
This measure authorized the State to retain and spend moneys in excess of the constitutional limitation on state
fiscal year spending as follows:

® For FY 2005-06 through FY 2009-10, authorizes the State to retain and spend all state revenues in
excess of the limitation on state fiscal year spending; and

® For FY 2010-11 and each succeeding year, authorizes the State to retain and spend all state
revenues in excess of the limitation on state fiscal year spending, but less than the excess state
revenues cap for the given fiscal year.

Within the state General Fund, the measure established the General Fund exempt account, which consists of
the amount of state revenues in excess of the limitation on state fiscal year spending that the State would have
refunded had Referendum C not passed. The measure further established that moneys in the account would
be appropriated or transferred to fund:

® health care;

® education, including related capital construction projects;

e retirement plans for firefighters and police officers, so long as the General Assembly determines
that such funding is necessary; and

® strategic transportation projects included in the Department of Transportation's strategic
transportation project investment program.

PART I -B 7 TABOR OVERVIEW



The measure clarified that the statutory limitation on General Fund appropriations, and the exceptions or
exclusions thereto, apply to the moneys in the General Fund exempt account.

The measure requires the Director of Research of the Legislative Council Staff to prepare an excess state
revenues legislative report that includes the amount of excess state revenues that the State retained and a
description of how the excess state revenues were expended.

Table 3 summarizes the General Fund Exempt appropriations made in compliance with Section 24-77-104.5
(1) (a) and Section 24-77-103.6 (2) C.R.S.:

Table 3
""Referendum C"" General Fund Exempt Appropriations by Programs in S.B. 07-239 (Long Bill) and S.B. 07-240
(Dollars in Millions)

Department Long Bill Line Item/Bill Number FY 05-06 FY 06-07 FY 07-08
Education State Share of Districts' Total Program Funding $361.7 $343.1 $343.9
Health Care Policy and
Financing Medical Services Premiums Totals 361.6 343.1 343.9
Higher Education College Opportunity Fund Program - Stipends 353.7 3224 310.7
Local Affairs Volunteer Firefighter Retirement Plans 3.8 3.8 3.8 I
Treasury Fire and Police Pension Association - Old Hire Plans 25.3 34.8 34.8
Transportation H.B. 07-240 - Capital Transfer Bill 10.0 15.0 20.0

Total General Fund Exempt $1,116.1 $1,062.2 $1,057.1
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COLORADO STATE BUDGET
SOURCES OF GENERAL FUND REVENUE
(Fiscal Year 2007-08)

Estimated Gross General Fund Revenues = $7.693 Billion*

59.7%
1.4%
1.2%
2.4%
5.4%
29.9%
Revenue Source
. Individual Income Taxes Sales & Use Taxes
D Corporate Income Taxes E Insurance Premium Taxes

N Cigarette, Tobacco & Liquor Taxes D Other Revenues

* Source: Colorado Legislative Council Staff's March 2007 Economic and Revenue Forecast. These percentages are net of income tax receipts
that are transferred to the State Education Fund.
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COLORADO STATE OPERATING BUDGET
HISTORY OF APPROPRIATIONSBY FUNDING SOURCE
(Fiscal Years 1998-99 through 2007-08)
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NOTE: Appropriated amounts have not been adjusted for inflation.
* General Fund Exempt amounts are reflected for FY 2005-06, FY 2006-07 and FY 2007-08.
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